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EDITORIAL
January, 1931, is a time of danger.
February is slightly less dangerous and
the peril is not passed until the middle of the year, but January
stands supreme as the month of imminent jeopardy. This is
because this year forty-four states permit their legislatures to
assemble and do those things for which legislatures are most
justly famed. One of the chief pastimes of certain legislators
seems to be the introduction of new bills or of measures for
amendment of existing laws affecting the practice of professional
accountancy. There is no good reason why there should be this
recurring effort to abolish laws or to write new laws dealing with
this one profession. Most of the laws are fairly good and have
operated well, but there is always somebody on the outside who
wants to get in and, therefore, hopes that by the enactment of
a new law it will be possible to reopen the waiver so that he may
avoid examination. This year, for example, it is quite definitely
announced that there will be amending bills introduced in three
states. Probably other states which have not made any announce
ment will attempt to disorganize the profession. Most of these
efforts will fail. On the other hand, in some states where there
should be amendment there is no special effort to bring it about
because no one takes much interest in the matter and the mem
bers of the profession there are few.
The Biennial Danger

Amending laws is very much like amend
Amendments Generally
ing by-laws. There are organizations
Useless or Worse
which never meet without amending
by-laws, even if it is only in the position of a comma. The very act
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of amending something seems to give infinite joy to the amender
and in nine cases out of ten the effect of the amendment is practi
cally nil. That is true also of amendments of laws in many cases,
but now and then there is something really menacing and, con
sequently, accountants and others interested must be on the
alert. Much money must be spent and time wasted lest an injury
be done to the profession, and the lamentable part of it all is that
the legislators who do all this undesirable work have no possible
interest and are not urged to it by any vehement demand of their
constituencies. In nearly every case the suggestion for amend
ment comes from a group of two or three persons. Sometimes
there is one proponent who has sufficient influence with a few
legislators to induce them to put across, as the saying goes, his
peculiar ideas and ideals. Legislators, as a whole, know nothing
whatever of accountancy and are not concerned with it. It would
be delightful if someone could put into effect a rule that no state
legislature shall be permitted to amend an accountancy law for the
next five years. The profession could then settle down to make
the best or the worst of what exists and out of the experience of a
quiet lustrum it might be possible to devise a new law which
would meet all the requirements and could be adopted in all the
states. Of course, that is purely Utopian. No such condition
will ever exist. In the meantime we shall go on watching and
fearing, while legislatures are about to meet or are meeting—and
we shall thank God when they adjourn.

A great deal has been said and written
about the desirability of educating the
public to the true nature of accountancy, and occasionally it ap
pears as though something had been accomplished. The public
does know more than it did about accountancy as a whole. The
status of the profession grows better day by day. But there is
still a most astonishing lack of information of some of the funda
mental things with which it might be expected that any business
man would be familiar. This thought is aroused by a story which
is being told. It appears that one of the large accounting firms was
severely criticized by a client because in the balance-sheet inven
tories were taken at cost or market whichever was lower. The
criticism occurred at a time of falling prices and it was the desire of
the client to have inventories shown at cost. The dispute be
tween accountant and client reached such a point that relations
2
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were severed temporarily and the client besought his banker to
come to his aid. The president of a large bank then called upon
the senior partner of the firm in question and pointed out to him
that he thought the condition of the client was sound and he pro
tested against writing inventories down to cost or market. He
went further and said that he had never heard of any accountant
who would suggest that inventories should be valued on such a
basis. He said it was ridiculous to think that any such measure
of values could be recommended, and he requested the accountant
to agree with the client so as to bring about a restating of the
balance-sheet with inventories on the basis of cost. The ac
countant made the obvious reply that he was not very much in
terested in the opinion of the banker one way or the other—he
was engaged in stating the values as he understood they should
be stated, according to correct accounting principles. The
banker became vehement and angry. When this point was
reached the accountant sent for the pamphlet, issued by the fed
eral reserve board, entitled Verification of Financial Statements.
He asked the banker—who, it will be recalled, was the president of
a large city bank—if he had ever seen the pamphlet, and found
that he had not. He then turned to that page where the question
of inventory valuation is discussed and pointed out to the banker
that “cost or market” was accepted practice. Of course, that
ended the incident.

There are two remarkable points about
A Desirable Course of
this story. One is that a banker who
Reading
was supposed to be an eminent member
of his profession had never heard of a set of rules or suggestions, or
whatever one may wish to call them, approved by the governing
body of the banking interests of the country. One would think
that even if the banker were busy playing golf or attending to any
other function which a modern banker is called upon to perform,
some one of his subordinates would have brought to his attention
so important a document as one which lays down principles on
which the financial statements of borrowers are based.
The second and more extraordinary fea
A Novel Notion of Safe
ture of the story is the evident desire of
Practice
the banker to have a somewhat shaky
borrower present a better statement than the conditions merited.
3
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It is supposed to be a principle of banking that the banker shall
look first to his security and in determining the value of that se
curity shall be governed by an ultra-conservative policy. It
would seem to an ordinary observer that the banker’s inclination
would be to insist, not that the statement be flattering, but that
it err, if at all, on the side of pessimism. Sometimes people wonder
why banks get into such frequent trouble with borrowers who are
unable to meet their obligations. The incident which has been
recorded is one of the reasons.
One of the well-known American news
Suggestions for Adver papers recently published an advertise
tising Accountants
ment under the heading “Accountant,”
reading as follows:
“C. P. A. firm seeks experienced accountant to solicit business; excellent
opportunity for progressive man.”

The correspondent who sent us the clipping containing this ad
vertisement says, “I would appreciate your comments on this,
and hope that some steps may be taken, if possible, to put a stop
to this sort of thing, which is a reflection upon the entire profes
sion, not only in . . . but elsewhere.” True enough, but what
can be done? There is no law which prohibits a man from traveling
up and down the streets seeking business for his employers.
There may be rules of conduct which control certified public ac
countants in that particular state or in any other state, and if the
name of the firm were known perhaps a complaint could be
lodged against the partners. If the advertising accountants
were members of the American Institute of Accountants that,
of course, would offer opportunity for strict and salutary dis
cipline. But the probability is that there is no way at all of
reaching the advertiser. It is perhaps a firm which is not amen
able to any existing form of discipline. No doubt the advertiser
obtained the sort of man wanted and sent him out to call upon
everyone and to extol the peculiar merits of his employer. The
only suggestion which occurs to us is that perhaps the best way
to assist the progressive man to demonstrate his usefulness and
produce results would be to dress him up in a sandwich board
and let him walk up and down Broad Street, or State Street, or
Market Street, or whatever the street may be. People who
would engage an accountant by virtue of solicitation would be
impressed by the appeal of a sandwich board.
4
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A decision recently rendered by the
supreme court of South Carolina may
have an effect upon the regulation of
the entire profession of accountancy in the United States. It
calls in question the validity of any enactment which differentiates
the treatment accorded to citizens of one state from the treatment
of citizens of other states; and this is important because there
is a tendency to place obstacles in the way of crossing state lines
in the practice of accountancy. The case was one in which William
H. James presented a petition asking for a writ of mandamus to
compel the South Carolina board of examiners of public account
ants to issue him a certificate as a certified public accountant
under the terms of statutes regulating the practice of the profes
sion by certified public accountants. The case involved the
construction of certain provisions in the South Carolina C. P. A.
law. It was asserted by the petitioner that, although born in
South Carolina, he is now a non-resident, that he is a licensed and
registered certified public accountant of Georgia, Tennessee and
North Carolina, that he has practised the profession for thirteen
years and is qualified to meet the requirements of obtaining a
certificate in South Carolina. Efforts to obtain a certificate from
the state board of South Carolina had been futile and it was
alleged that the respondents refused to issue the certificate
mainly for the reason that the petitioner did not show that he
had an office in the state of South Carolina, which the respondents
regarded as necessary under the regulations made by the board
and in harmony with the statute under which the board received
its authority. The statute provides for the granting of certifi
cates to residents of the state and also to non-residents. The
court, after quoting from the statute, said, “Our examination of
the statutes fails to disclose any requirement contained therein
that a non-resident certified public accountant, properly qualified
in all other respects to practise the profession, must maintain an
office in this state. It appears, therefore, that the respondents
have placed an additional requirement upon non-residents which
is not in harmony with the statutory provisions. We do not
regard this additional requirement as a reasonable one. A
certified public accountant may do his work without the necessity
of maintaining an office of his own in South Carolina. In fact,
his work is more usually done at places of business of his
clients.”
5
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So far the judgment of the court is one
concerned entirely with interpretation
of the South Carolina statutes and it
is to be presumed that the judgment is final. At the same time
the court decided a suit for injunction to restrain William H.
James, or anyone employed by him, from making an audit of the
state highway department’s books and accounts on the ground
that neither he nor his employees were duly registered as certified
public accountants in South Carolina. The injunction suit was
based upon the plea that the governor had the power to designate
a certified public accountant or firm of certified public accountants
to conduct the audit in question. The interpretation sought by
the petitioner in the injunction suit apparently was to the effect
that one who was not certified under the laws of South Carolina
was not certified in the eyes of the South Carolina administration.
The court, having held that Mr. James was entitled to a certifi
cate as a certified public accountant, decided that the injunction
should not be granted. All this is of importance to the account
ants of South Carolina, and perhaps of indirect importance to
practitioners in many states where restrictions are thrown about
the practice of the profession; but of far greater importance to
the whole future of accountancy in this country, especially
with reference to its regulation, is the following portion of the
opinion:

Court Discusses
Restrictive Laws

“The purposes of the statutes under consideration, as we view
them, were to protect real certified public accountants from the
competition of persons engaged in accounting business who were
not certified public accountants, and to protect the people
generally from having audits made by persons who were not
certified public accountants when it was desired to have such
audits by only that class of accountants. We find nothing in the
law which would justify us in holding that a non-resident certified
public accountant, duly qualified in all respects to practise his
profession in our state, must actually maintain an office in South
Carolina. If the statute had a requirement of that kind therein
it might result in a holding that the enactment contravened the
provisions of the constitution of the United States, for the reason
that it discriminated against citizens of the United States who
happened not to be residents of this state. Of course, this court
will always seek to hold an act of the general assembly as coming
within the provisions of the constitutions of this state and the
United States, and will read its language with that purpose in
mind.”
6
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Here, it seems to us, is matter upon
which all accountants may ponder.
Those who would have us believe that
the salvation of the profession lies in prohibiting qualified men
of other states from practising in any state might do well to pause
in their career and make sure that these exclusive laws for which
they argue and whose enactment they endeavor to bring about
will be held constitutional when brought before the courts of
the land. The fourteenth amendment to the constitution of
the United States provides that no state shall make or enforce
any law which shall abridge the privileges or immunities of
citizens of the United States, nor deny to any person within its
jurisdiction the equal protection of the laws. While in some
cases a distinction of privileges according to residence may be
based upon rational considerations which would be upheld by the
courts, it is hard to see how the right to practise accountancy
may fairly be held to depend on residence or the maintenance of
an office within a state. Any attempt to insert such a provision
in a statute may be expected to meet with instant opposi
tion which will perhaps endanger a statute otherwise worthy.
Accountancy laws have experienced difficulties at the hands of
the courts in Illinois and in Oklahoma, as well as South Carolina.
It hardly seems the part of wisdom to make requirements on
points which really do not affect one’s qualification to practise.

The Fourteenth
Amendment

Legislation May BeIt has been the opinion of a great many
Undesirable
accountants for many years that legis
lation restricting practice of account
ancy to persons registered in the state was not only undesirable
but would not be sustained if brought to bar. Indeed, there are
some who would go further and say that the ultimate advantage
of the profession does not lie in prohibiting reputable practitioners
from carrying on their work. Such restrictions make only for
bitterness, and in the last analysis they seem to work adversely
to their makers, for the large firm, which is commonly supposed
to be the culprit for whose control these laws are passed, if pro
hibited from entering the state in the course of professional
practice, will undoubtedly open a branch office in order to conform
to the law, and the competition created by such a development
will probably be more effective than in the other case. This,
however, is a question upon which it is unnecessary to argue
7
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now. The point which now impresses is the opinion rendered
by the supreme court of South Carolina, apparently without vital
connection with the subject before the court. The judgment
might have been rendered without reference to the question of
constitutionality of restrictive laws, but apparently the subject
was of such importance that the court felt impelled to mention it.
The decision will excite wrath and praise, but if it can bring nearer
the day of a definite settlement of this much agitated question
of inter-state practice it will be a godsend to the whole profession.
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